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(14) The Audit Committee shall pre-
pare written minutes of each Audit
Committee meeting.

(¢c) Charter—(1) The Audit Com-
mittee shall adopt, and the OF board of
directors shall approve, a formal writ-
ten charter, consistent with the duties
and authority set forth in this section,
that specifies the scope of the Audit
Committee’s powers and responsibil-
ities. The Audit Committee and the OF
board of directors shall:

(i) Review, and assess the adequacy
of and, where appropriate, amend the
Audit Committee charter on an annual
basis; and

(ii) Re-adopt and re-approve, respec-
tively, the Audit Committee charter
not less often than every three years.

(2) The charter of the Audit Com-
mittee shall be subject to review and
approval by FHFA.

(d) No delegation. The Audit Com-
mittee may not delegate the respon-
sibilities assigned to it under this sec-
tion to any person, or to any other
committee or sub-committee of the OF
board of directors.

§1273.10 Transition.

(a) Within 45 calendar days of the
date on which FHFA first appoints an
Independent Director pursuant to
§1273.7(c) of this part, the OF board of
directors as structured under this part
shall hold an organizational meeting.
At the time of such meeting, the OF
board of directors and its Audit Com-
mittee shall be deemed to be reconsti-
tuted in accordance with this part,
and, except as set forth in paragraph
(c) of this section, shall thereafter op-
erate in accordance with this part. The
date of this organizational meeting
shall be set by the Independent Direc-
tor that has been appointed as Chair-
man of the OF board of directors by
FHFA pursuant to §1273.7(e) of this
part.

(b) Until the date of the organiza-
tional meeting required by paragraph
(a) of this section, the board of direc-
tors of OF, and audit committee there-
of, as in existence immediately prior to
the effective date of this rule, shall
continue to have power and authority
to act as the OF board of directors or
audit committee thereof, as applicable.
Further, the board members who
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served as Chair and Vice-Chair of the
OF board immediately prior to the ef-
fective date of this rule shall continue
also to serve in these capacities until
the date of the organizational meeting
required under paragraph (a).

(¢) Further, the audit committee as
in existence immediately prior to the
effective date of this rule shall con-
tinue to have responsibility and over-
sight authority with regard to the
preparation and publication of the
combined financial report for any re-
porting period that ends prior to July
1, 2010, unless the board of directors es-
tablished under this part determines
that the Audit Committee as estab-
lished under this part should be given
such responsibility.

APPENDIX A TO PART 1273—EXCEPTIONS
TO THE GENERAL  DISCLOSURE
STANDARDS

A. Related-party transactions. Item 404 of
Regulation S-K, 17 CFR 229.404, requires the
disclosure of certain relationships and re-
lated party transactions. In light of the co-
operative nature of the Bank System, re-
lated-party transactions are to be expected,
and a disclosure of all related-party trans-
actions that meet the threshold would not be
meaningful. Instead, the combined annual
report will disclose the percent of advances
to members an officer of which serves as a
Bank director, and list the top ten holders of
advances in the Bank System and the top
five holders of advances by Bank, with a fur-
ther disclosure indicating which of these
members had an officer that served as a
Bank director. The combined financial re-
port will also disclose the top ten holders of
advances in the Bank System by holding
company, where the advances of all affiliates
within a holding company are aggregated.

B. Biographical information. The biographi-
cal information required by Items 401 and 405
of Regulation S-K, 17 CFR 229.401 and 405,
will be provided only for members of the OF
board of directors, including the Bank presi-
dents, the Chair and Vice-Chair of the board
of directors of each Bank, and the Chief Ex-
ecutive Officer of OF.

C. Compensation. The information on com-
pensation required by Item 402 of Regulation
S-K, 17 CFR 229.402, will be provided only for
Bank presidents and the CEO of the OF.
Since stock in each Bank trades at par, the
OF will not include the performance graph
specified in Item 402(1) of Regulation S-K, 17
CFR 229.402(1).

D. Submission of matters to a vote of stock-
holders. No information will be presented on
matters submitted to shareholders for a
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vote, as otherwise required by Item 4 of the
SEC’s form 10-K, 17 CFR 249.310. The only
item shareholders vote upon is the annual
election of directors.

E. Ezhibits. The exhibits required by Item
601 of Regulation S-K, 17 CFR 229.601, are not
applicable and will not be provided.

F. Per share information. The statement of
financial information required by Items 301
and 302 of Rule S-K, 17 CFR 229.301 and 302,
is inapplicable because the shares of the
Banks are subscription capital that trades at
par, and the shares expand or contract with
changes in member assets or advance levels.

G. Beneficial ownership. Item 403 of Rule S—
K, 17 CFR 229.403, requires the disclosure of
security ownership of certain beneficial own-
ers and management. The combined finan-
cial report will provide a listing of the ten
largest holders of capital stock in the Bank
System and a listing of the five largest hold-
ers of capital stock by Bank. This listing
will also indicate which members had an of-
ficer that served as a director of a Bank. The
combined financial report will also disclose
the top ten holders of Bank stock in the
Bank System by holding company, where the
Bank stock of all affiliates within a holding
company is aggregated.

PART 1274—FINANCIAL
STATEMENTS OF THE BANKS

Sec.

1274.1 Definitions.

1274.2 Audit requirements.

1274.3 Requirements to provide financial
and other information to FHFA and the
OF.

AUTHORITY: 12 U.S.C. 1426, 1431, 4511(Db),
4513, 4526(a).

SOURCE: 75 FR 23166, May 3, 2010, unless
otherwise noted.

§1274.1 Definitions.

For purposes of this part:

Audit means an examination of the fi-
nancial statements by an independent
accountant in accordance with gen-
erally accepted auditing standards for
the purpose of expressing an opinion
thereon.

Audit report means a document in
which an independent accountant indi-
cates the scope the audit made and sets
forth an opinion regarding the finan-
cial statement taken as a whole, or an
assertion to the effect that an overall
opinion cannot be expressed. When an
overall opinion cannot be expressed,
the reasons therefor shall be stated.

12 CFR Ch. XII (1-1-13 Edition)

Bank written in title case, means a
Federal Home Loan Bank established
under section 12 of the Bank Act (12
U.S.C. 1432).

Bank System means the Federal Home
Loan Bank System, consisting of the
twelve Banks and the Office of Fi-
nance.

FHFA means the Federal Housing Fi-
nance Agency.

Financing Corporation or FICO means
the Financing Corporation established
and supervised by FHFA under section
21 of the Bank Act (12 U.S.C. 1441).

Office of Finance or OF has the same
meaning as set forth in §1273.1 of this
chapter.

§1274.2 Audit requirements.

(a) Each Bank, the OF, and the FICO
shall obtain annually an independent
external audit of and an audit report
on its individual financial statement.

(b) The OF audit committee shall ob-
tain an audit and an audit report on
the combined annual financial state-
ments for the Bank System.

(c) All audits must be conducted in
accordance with generally accepted au-
diting standards and in accordance
with the most current government au-
diting standards issued by the Office of
the Comptroller General of the United
States.

(d) An independent, external auditor
must meet at least twice each year
with the audit committee of each
Bank, the audit committee of OF, and
the FICO Directorate.

(e) FHFA examiners shall have unre-
stricted access to all auditors’ work pa-
pers and to the auditors to address sub-
stantive accounting issues that may
arise during the course of any audit.

§1274.3 Requirements to provide fi-
nancial and other information to
FHFA and the OF.

In order to facilitate the preparation
by the OF of combined Bank System
annual and quarterly reports, each
Bank shall provide to the OF in such
form and within such timeframes as
FHFA or the OF shall specify, all fi-
nancial and other information and as-
sistance that the OF shall request for
that purpose. Nothing in this section
shall contravene or be deemed to cir-
cumscribe in any manner the authority
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